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I. ir'TRCBf ACTION 



Pur(;ose and Definitions 

The use of indtistrial funds in the Departiiierit of Defense 
is a cof-paratively nevr accounting device or system of fund rnnarement 
which has developed as part of the program to introduce economy and 
efficiency into the military services. Industrial fujids have been 
established in those aeinrice operations which resemble commercial 
industry enterprises upon tho assumj>tion that the utilisation of 
corjTiercial systems of accounting and cost control would introduce 
oconor-y and efficiency into these operations. For the nost part 
this has been true, but the present regulations, with tho exception 
of the Coast Guard under the Treasury Departirent, do not encompass 
all aspects of coBa^ercial cost controls. 

Industrial funds were first authori2ed by legislation 
in 19li9 which grevy out of sorne of the Hoover Cora?ission recoms’enda- 
tions, especially in respect to the performnee budget. In per- 
fornance budgeting the total of the ryriad (iosts making up the 
operations of a shipyard, for example, can be shorm as one item 
in the Rireau of Ships budget. At the same tin® the shipyarti can 
prepai*© a comrercial type business budget to guide its activities 
durin'’ the year, as a ranageront co?itrol and planning oevice, in- 
stead of pr-^paring its budget as a request appropriation. At present 
these working capital funos in the navy are used at a variety of 



installations including shipyards, ordnance plants, and the clothing 
factory. Even the I’aval Research Laboratory virill be operated under 
the regulations '’overning industrial funds, and other installations 
are being studied prior to initiating MIF accounting methods. 

This paper will discuss the aspects of industrial funds 
mentioned above and, in general, will include sore historical back- 
ground of working capital funds, procedures in setting up the funds, 
the present use of the funds including sonje of the accounting pro- 
cedures, budgetaiy^ problons, and a summary of funa principles. C;)n- 
versely, no attempt will be made to examine closoly accounting systems 
and procedures in use at the various installations. These procedures 
are covered exceptionally v.”ell in the industrial fund handbooks 
which are issued by the Office of the Comptroller, Department of the 
Ilavj', for each plant or shipyard operating under the fund. Repetition 
here would be redundant, but a close study is recocemonded for anyone 
engaged in activities under industrial funds, or as an example of a 
systems or procedures laanual. 

As a means of introducing features of industrial fund 
procedures as contrasted to the customary allotment exsthod of ac- 
counting for industrial establishn-ents the following listing of 
features is presented; 

1. Integrity of working capital provided by reimburse- 
ment to fund for all work and services p«rformed. 

2. Controlling amount of cash in inventories and v/ork 
in process. 

3. Financial control of encumbered funds, receipts, 
disbursements, reimibursements, and cost distributions, 

h. Operating budgets vrhich will provide inanai^ement , 
bureau and plant with infcjraation required to promote econoiry 
and efficiency, with particular emphasis on exercising control 
in the following areas; 
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Cash requireconts 
Pi'oduction costs 

lianufacturinr, peneral anr acir.inistrative s>:penses. 

A system of accounts consistinp of reneral lerif’cr, 
subsidiary ledgers, cash receipts and disburse rients registers, 
purchase and sales repisters, and basic journal entries to 
provide ; 

Control of financial transactions 
Control of inventories 
Internal Control 

Accrual basis for accxirrulatinp and distributing costs 
Control of cost accoiintinR. 

5. Control of accountin{» classifications, reports and 
forms required to provide facts and figures for mnapernent, re- 
fleeting actual and clearly defined lines of working responsibility. 

As can be seen these features represent a (ieoarturc from 
allotrent extjendituj’e accounting, and, properly administered, represent 
a gi'oat iirsprovenent in military budgeting and accounting, 

lost of the sotu'ce material on this subject cones from 
official service p;ubli cat ions, and this paper is concerned only with 
inaustrial funos within the I’avy Departrsont . Consequently the hano- 
books for the various funds issued by the Ifevy Comptroller wore a 
major source of factual information, as well as Pefense Departinent 
regulations, and publications of the Budget Bureau, Treasury Department, 
and General Accounting Office, Lectures and briefings of officers and 
civilians of the Kavy Department were used for other commentary mlerial. 
In aedition tho regulations issued by the Treasury Department and the 
handbook for the Coast Guard Shipyard Fund were used for portions of 
the pap-er pertaining to indiistrial fund accounting within the Coast 
Guard , 



— 

Tilley, li.D. "Capital Funding by the Davy’s Bureau of 
Ordnance". The Controller, August, 19?2. 
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BAGKGR3UIJD OF IMD’ISTRIAL FU!vT irSTALLATIOII 
Public Law 216, 81st Congress 

Hie use of industrial funds Vjecame possible in 19L9 with 
the passing of I\iblic Law 21o, 61st Oon'^ress entitled 'lational 
Security Act iuriendments of 19149". Actually it was entitled ”An Act 
to Reorganize Fiscal ianagement in the ^iational Military Establishnonts 
to promote economy and efficiency and for other purposes.” The estab- 
lishment of working capital funds was part of a larger program of 
management ircprovesients to which the funds would contribute. Sec. iiOl 
and ii02 established the office of the Comptroller of the Department 
of Defense to preform budgetary and fiscal functions. In addition 
Comptrollers were established in each of the three military departments 
to be "responsible for all budgeting, accounting, progress and statis- 
tical reporting, and internal audit... and for the administrative organi- 
zation structure and managerial procedures relating thereto"^ Sec, 103 
established the performance budget whereby "the budget estimates of the 
Department of Defense shall be prepared, presented, and Justified, where 
practicable .. .so as to account for, and report, the cost of performance 
of readily identifiable functional programs and activities." 

It is in Sec, ho5 of the act that are found the legal Justi- 
fication for industrial fund financing. Extracts of the pertinent por- 
tions of the act are listed below and fomthe basis for subsequent 
regulations issued by the Defense Department, 

^Public Law 216, 8lst Congress, An Act to rieorganize Fiscal 
IVinagcment in the Ivationar 'Military' Establishment, to Promote Sconory 
and tlniciuncy , and for Other Furpodes. Viashinfrtbn: Govemniont 
Printing Office, 19149 
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Section IsO? 

(a) In order core effectively to control and accimnt foi” tlie 
cost of T^a’O'^rans, . , .the Secretaiy of Defense is authorized to 
require the establishnent of vorkinq caoStal Ainds....for the 
puiqwse of 

(1) financing inventories of such stores, suj, lies, materials 
and equipnrent as ha nay desigiiat,ej and 

(2) pi'oviding working capital for such industidal type 
activities and for such comnejrcial type activities as provio e 
cocjTjon services witJdn or a.'iong the departments and aroncies 
of the Dej)artnent of Defenro as ho nay designate, 

(d) The Decretary of Lefense is authorized to provide capital 

for such working capital funds by car italizing inv'er.tories on 
hand and, with the apf roval of the Frcsicient, by transfer, until 
Decenber 31, fron unexnended balances of any appropriations 

of the military departments not carried to the surplus fund of 
the Treasuiy, 

(e) The secretaries of the military departments s’^all allocate 
I'esponsibility within their respective military'- depaidirnents for 
the execution of functions which each military derartrent is 
authorised by la-sf to perform in sucli a manner as to effect the 
most econonical and efficient organization and oj)cration of 
the activities and use of the inventories for -wiiich "i' orking 
capital funds arc authorized by this section, 

(r) The Secretary of Defense is authorized to issue regulations 
to govern the operation of activities and use of inventories 
authorized by this section.^ 



Secretary of L'efenjse Regulations 



The broaci terms of this legislation are the fraine-h'ork 
ai-ound which the present industrial funds have been developed, 
Itirsuant to the authority in the. law, the Secretary of Defense in 
July, l?5u, issued the "Regulations Covering the Operation of 
Iforking-Capital Funds for Industrial and Coracercial type Sstab- 
lishnents (Industrial Funds)”, These regulations constitute a 
rather thorough set of instructions to the three services in the 
procedures to be follov/ed in establishing and operating any installa- 
tions under the industrial fund, A partial listing of the topics 
covered includes : 



■‘•Ibid 



1, ilequirements for the establishioent of specific projects 
under the industrial fund, 

2, Assets and liabilities of industrial funds, 

3, Hoinburseraents for work performed and other costs of 
establishments under the HIB', 

Ii, Cost Accountin(y methods, 

5>, Budf^ets and bud^retary control, 

6, Reports and auditing. 

These topics will be disciissed later under another heading, but at 
present the purpose of industrial funds as explained by the Secretary 
of l>3fonDe (Louis Johnson) in these regxilations is of interest. 



and is pertinent to the entire paper. They are.: 

3, Purposes of industrial funds ; 

(a) It is the puiTJOse of each dcitartmental Industrial 
fund to provide a more effective nearK? for controlling the 
costs of goods and services produced by industrial - and 
corcerciai-type ostablishrients and a more effective and 
flexible means for financing, bixdgeting, and accounting for 
such operations, 

(b) tlien individual agencies within each depairtirent 
are permitted to be completely financea and to order and pay 
for goods and services furnished by industrial - or coinrer- 
cial-type establishments (rather than to obtain them free), 
the officials of those agencies should have a greater sense 
of responsibility and self -restraint in limiting their 
orders based upon availability of itinds and balancing the 
cost of such goods or services against the benefits and 
advantages of their uce, Loreover, the creation of the 
complete buyer relationship will place the ordering agency 
in the position of critic of purciiase prices (i,e,,cost) 

as well as quality and deliver3'-sp>oed of the goods or ser- 
vices furnished, (Tlie t/srm, "agency", as used above, 
means any organizational element within a department,) 

(c) The industrial - and coruuercial-t^'pe establish- 
ments operated under the industrial fund in each department 
Td.ll be enabled rr.ox*e effectively to discharge their responsi- 
bilities by the separate financing of their operations and 
by budgeting and accounting according to commercial methods 
ratter than the more cumbersome methods of appropriation 
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accounting which are not, at pi’ecent, readily adaptable 
to this type of operation, 

(d) The use of industrial funds v/ill permit a more 
coriplete establishment of a performance-type bud^^et and 
accounting structure, in consonance with which the cost of 
goods and services furnished by industrial - or cornrcrcial- 
type establishnients my be bucreted and accounted for under 
the propram or function for which they have an end-use, 
Without the use of separate industrial funds it generally 
would be difficult and cumbersome to accorplish such end- 
use budgeting and accounting, 

(e) The use of industrial funds will promote cross- 
servicinj^ between departments in the area of industrial - and 
comi-iercial-type operations because of the financial advan- 
taf»es cited above, ^ 

Accounting Survey and Charter 



Before airy installation or activity can operate under 
the industrial fund it is necessary that they receive a "charter” 
approved by the Comptroller of the Defense Depairtnient which 
governs t)io operations of the particular establishment sub.ject 
to the provisions of the regulations. The charter is prepared 
by the cognisant military service. These charters (1) designate 
the a<^ency responsible for managemnt control such as a technical 
bureau, (2) describe the functions to be performed and the nature 
of the products or serv5.ces, (3) statement of the agencies 
authorized to buy the products or sei*vices, (It) statement of the 
initial working capital to bo provided, ('^) and a statement of 
ar^ specific exceptions to the provisions of these regulations. 

In comjiaring these establishments to commercial enterprises these 
charters are similar to the articles of incorporation issued by 
the individual states to corporations forming in such states. 

Prior to the preparation of a charter by the Pavy it 

^Regulations Covering the Operation of forking Capital 
P'unds for Industrial and Commercial Type Listablisiui’enis (industrial 
Funds ) . i^ashihgton: Office of the ijecretary of Defense, July 13, 1950. 
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is necesstii'y ihat a survey be Kiade of "the ins f alia t ion at iwhich 

it is planned to introduce the industrial fund accounting. This 

is necer-saiy in order to conpile the information required in the 

charter such as products and services, initial working capital, 

and exceptions to the regulations. An excellent exanple of this 

procedure is contained in the "Import on Accounting Survey in 

Connection wit h tlio tovy Industrial I'und Financing Plan, ilaval 

1 

Ordnance P3.ant, York, Pennsylvania". As the title indicates 
before a workinf; capital fund is established it is necessary 
to survey the existing accounting system and manufacturing pro- 
cedures in order to establish a conraercial type double en+ry, accrual 
system of cost accounting records which is the basis of indus- 
trial fund financing. At the same tinxj an examination of 
recor<is available coupled with a forecast of operations is 
necersarj'' to determine the amount of working capital that will be 
required in order to establish tlio fund. Hence the stirvey is a 
combination accounting and ranagenent audit combined with a 
survey of plant procedures in order to set up an accounting 
system tailojvjd to the needs of t?«9 particular plant, Amoni^ tlvD 
topics under study by the survey panel Tfores 

History, General Description and Organisation 

Cash heqiiirements 

Progress Payments 

Payment Procedures 

Ihirc bases 

Jigs, Tools, Dies, fixtures, and images 
Depreciation 

Accounting System, including present sj-stem and sugges- 
tions for changes under NIF 
Budget and Budretaiy Controls 
Chart of Accounts, as it would be under MU' 

Financial Statements^ 

J ufeport on Accounting Survey in Connection vdth Ifavy 
Indu s tr ial i’und Hnanc'ing Plan, tiaval Ordnance i^ant, fork, lenn - 
sy”' :'.a, ivashington: Department of tRe 'gavy,' Ofl'ice of the Comp- 

and Bureau of Ordnance, 19*^ 

^Ibid 
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In the case under discussion, a workinr panel — three 
persons fron the office of the Kavy Comptroller and three from 
tlie Bureau of Ordnance, appointed to carry out detail studies 
under the authorization of the Cor;mtroUor of the Navy, and to 
prepare such reports and other data as required, comencod a 
suirvey at the Naval Ordnance Plant, York, Pennsylvania, on 
27 November 19 ^ 0 , The report was published April 5 , 19 '^!. 

Briefly stated, the recommendations of the panel were: 

1, The working capital fund be established at $3, ''00,000. 

2, That progress payments for work be authorized, 

3, That the plant be designated a selling agent for scrap, 
h. That public vouchers pertaining to operations be paid 

at the plant, 

5, That comptroller type accounting organization b© 

established, - 

6, That an accounting manual of instructions be p^repared,'*’ 

The list of recommendations is not indicative of the 
extent of other information found in the survey v;hich contained 
nearly 200 pages plus numerous charts, tables, and statements. 

The importance of the accounting survey in respect to establishing 
a cost accounting system was illustrated well in an address by 
the Comptroller of fc’STS. 

The Accounting system is custom built for the precise 
and unique problems encountered by RSTS. The accounting 
emphasis is placed on management requirements for informa- 
tion rather than on the funding requirements of allotment 
reports, expenditure and obligation record keeping, reporting, 
etc. It is an accounting system that is not intended nor 
is it siiitable in all its ranifications for other Government 
agencies. For other agencies to adopt the principles embodied 
in the Industrial Fund, an accounting system, custom biiilt 
to the activity’s operations, nnist be developed,^ 



^Warfield, C,G, Capt.(SC) USN, "Operational Fhases of 
the Naval Industrial Fund in the I'jlitary Sea Transportation Ser- 
vice", An address before the lanarerent Improvement Institute, 
Washington: Department of the Nair/, October 21, 19'’2. 
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In suTj;Tary the &urvey provides the infornsation necessaiy 
to deterpdne the amount of workinf; capital required to finance 
the ir.du '■trial- type oferation and to install the accounting system 
nocef saj-;/ to safeg-uard the [ rincipal of the fund and accurately 
record the costs of operating the installation. 



Project Cash Account 

As vRis stated in the initial legislation. Public Law 216, 
the Secretaiy of I;ofenso r,iay obtain money for the industrial funds 
transfer from unexp)ondcd balances of any appropriations of the 
military dof>artnents not carried to tlie surplus fund of the Treasury, 
llie principal anount of the Navy Indusl,rial turn! consists of 
$'212, 12^^,000 reappropriated from unexpended balances of various 
appropriations and v213,019 in net donated assets representing 
inventories acquired v/ith the transfer of activities to the fund 
for a total of £212,33^ >019,^ It is from this princif^al fund 
(consolidated treasury account) that the woi-king capital for each 
individual activity is established. According to the Cscretary of 
Defense refmlations : 

Each department vd.ll make administrative allocations 
or adjustments of cash within the consolidated Treasury account 
from tine to time, wit>i the approval of the Co:"ptroller of 
the fepartTTient of Defense, for the account of each establish- 
ment to )xs op-crated unrer the industrial fund. Such adminis- 
trative subdivisions of the cash account will Ive termed 
"Project cash accounts". 

All cash receipts of all ostablishnants operated imder 
an industrial fund of ary militaiy department shall be 
deposited in the Treasury, to the credit of that deportment's 
consolidated cash account, and all disbursements of such 
establislinents shall be drawn against that account, but 
such transactions shall >)e recoj^ed in the project cash 
accounts in such a manner that the aggregate of the trans- 
actions and balances in the project cash accounts and the 

^Budget of the Hnited States Government for the 1‘iscal 
Year nnding June 30, 19^h, riashin^ton: Governnent Printing 
UiTice, 19D, 
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unallocated reserve shall be in apreonent xfith the consolidated 
cash account in the Treasury, 

Tlie Central Accounting Office of the JJavy Conipt roller , 
in conjunction irith the Oeneral Accounting Branch of the oureau of 
Supplies and Accounts, raintains the xNscorus of the balance in 
each project cash account and balances these accounts against 
the total of the consolidated cash account in the Treasury. At 
the end of each month they (Kavy Comptroller) furnish each estab- 
listaent with a statement of the balance in its project cash 
account, against which the establishment reconciles the cash 
account in their general ledger. The process is similar to 
the reconciling of a commercial bank account, Surmaries of cash 
receipts and cash disbursements forwarded to the General Accounting 
Branch by each establishment are used to maintain control over 
the project cash accounts. Complete details of the procedures 
and forms in these procedui'cs are found in the individual activity 
accounting handbooks. 

As of the end of fiscal 19^2, vl2?,050,000 had been 
allocated to project cash accounts of the fo3J.oiring activities: 
Defense Trinting Service 
Kilitary Sea Transport Service 
favy Ip?inting Service 

Haval Clothing Factoiy, Brooklyn 
Kaval Shipyard, Philaoelphia 
Naval Ordnance Plant, York 

Pron the remaining balance plus funds which ar« to be 
withdraitn from cone of' the above activities it is planned to 

ucfcncc Departesnt l^egulationn, op.cit. 
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establish project cash accounts for the follo?rin~ installations 
which will be broufht under the industrial fund; 

Kaval lieccarch Laboratory 

I'Taval Fowder factor;', Indiar.hoad, >d, 

Tliree Faval Ordnance Plants 

Six Faval Shipyards 

liarine Clothinp Factor;'-, Philadelphia 

Faval Gun Factor;-'-, Washington D.C.^ 

In the event that the corisolidated cash account in the Treasury- 
is not s’afficierrt to cari;^'' out an extended progra’n of adding 
other ostablishnents to the industrial fund, additional appropria- 
tions nay be obtained. 

The project cash account, tlien, is similar to the 
conu'iercial checking accouiit of an industrial enterprise, and 
the activities under the fund maintain tt® balance of this cash 
account by billing customers for tho costs of the services it 
renders, and disbursing for these costs from tho cash account. 
Essentially the activity, such as a shipyard, is a non-profit, self- 
funding organization set up to render semrice to other agencies 
in the Favy and the Department of ifefense. 



Budget of United States, op.cit. 



III. Iin)USTRIAL I'TTiffi PK0C2DURES AIID ACCOUIJTHIG 
Billings and RaiEbursements 

Activities operating under the industrial fund regula- 
tions are comparable to commercial industrial establishments in 
that their working capital is mintained by a buyer-seller rela- 
tionship with the agencies for whom they perforn work. The initial 
cash allocation of working capital, which in industry night be 
obtained by a sale of common stock, is allocated froa the I<avy' 
Consolidated Industrial Fund into a fund called a "project cash 
account". The integrity of this fund is maintained by the process 
of project orders by custojtiers, usually the bureau or arency having 
managenent control of the activity, billing of the customer bj'’ the 
activity, and finally reinbursemont to the activity by the customer. 
Inherent in this procedure is the cost accounting system by which 
the activity determines the amount of the billing. 

However, unlike a business enterprise, these billings 
and reirbursenents do not involve a cash transfer in the real sense. 
Inasmuch as the major portion of funds to pay for the work of any 
particular activity will be provided in the form of appropriations 
to the ordering agency, 3*oimbursement is brought about by a transfer 
tie tween the appropriation and the project cash account. The billing 
is mde on SF1080, Voucher for Transfers between Appropriations 
and/or funds, and a transfer is made from an appropriation of the 
oniering agency to tho industrial fund to the credit of the individual 
project cash accoiant. In the case of one year appropriations it is 
necessary to obtain a transfer reimburserent before the appropriations 
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lappe. Custoners orders from private parties, state, municipal, 
or forcipn governments, and other activities operating outside 
of the scope of 1), S. Govomnent appropriation structure, oust 
accompany their orders with a cash advance sufficient to cover 
the estimated cost of the work requested. In this case a cotrm-jer- 
cial type billing is prepared which acts to decrease the amount 
of the customer's cash advance. In the case of pro.'jocts for 
government agencies ^rhich may extend over several months, progress 
payments to reimburse for the amount of costs incurred each month 
nay be authorized. 

Standard Form lOoO is also used, similarly, by the 
activity to pay for materials or services it receives from other 
government agencies. Ifeiterials, services, labor, etc,, wtiich 
are received from outside sources are paid by treasury check 
upon the authority of approved Public Vouchors by a disbursing 
officer located at the activity. 

Cost Accounting 

The cost accounting systems employed by activities 

under the industrial fund vary considerably, and each one is 

tailored for the individual establishment. For example, the 

Philadelphia Kaval Shipyard utilizes a job order cost system, 

the purpose of which as staled in their handbook is: 

. . . ,to provide management with meaningful information on 
the cost of production and expenses of oijerations. Plaris 
for future operations expressed in dolleirc are known as 
the budget. It is the purpose of cost accounting to 
assemble and furnish to management costs of production 
and operations correlated to individual estimates and to 
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the bu< ret in ruch a nanner that manapcraent rrsy obtain a 
clear and continuing perax^ective of its progress and 
perforr^ance, 

9y way of contrast tho Brooklyn h'aval Clothing Factory 
emploj's a standard cost accounting systen, vrhich their handbook 
describes as follows; 

The cost system as herein prescribed^ comprehends 
tho establishraent of predetemined standards to be used in 
the coriiputation of standard cost of production. The 
standards have been determined fron engineered st\idies and 
cornprehensive study of present and past production activi- 
ties and expanses... The analysis of variances resulting 
from co-~parison of standards and actuals presents to 
management tools for controlling and irproving efficiency 
of operations. The study of variances is therefore the 
key factor in the systemj not the total cost, as in other 
systeric 

Howvor, in all the accounting Ey'stoms the marked change 
fron former methods is in the accrual of exp-enses as contrasted to 
allotment and expenditure accounting. The other featxire is the 
double entrj^", general and subsidiary ledger accounting in which 
the detailed costs are accunulated by elaborate numerical account 
classifications. As stated before, there is nothing new in the 
accounting systems installed in these activities under the 
industrial fund, the only innovation being that the military 
services liave finally adopted then. 



r!avy Industrial Fund Handbook, k'aval Shipyard, 
Philadelphia, Fennsylvanla, Uashington: Department of the Kavy, 

Office of the Comptroller, 

2 

Navy Industrial Fund Handbook, Naval Clothing Factoiy, 
BrookljTi, New York, vkshington; Oopaftifient of the I.'avj', Oi'i'ice 
of the Complr oiler. 
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Statistical Costs 



There is one difference in doternininr costs between 
industrial fund accounting and conirercial accounting and that is 
in the matter of statistical coats. Certain of the I'jefense 
Department Regulations indicate what this difference is. 

2(j) ’’.Tiile each industrial establishnent shall 
keep accoui^ of the cost of itesis of real estate, equip- 
ment, and other facilities used in its operations or 
located on its pixsinises, such assets shiall not be considered 
to be hold for tlie account of the industrial fund, Replace- 
Eients of and additions to such property and equiprnent shall 
be financed by appropriated funcls and not by the industrial 
funds. 



7(g) No establishment ojierated xuider an industrial 
fund shall include in its costs of operation, costs incurred 
■which are not applicable either directly or indi 3 rectly to 
producti'VQ work. These would include costs of additions 
to plant and equipment, costs of removal and salvage of 
items of plant and equipment retired, costs of maintenance 
of idle plant and equipment, and cost of operation and 
maintenance of activities physically located in the estab- 
lishr.»nt but not participating in the production of goods 
and services. Such costs shall be provided for by allot- 
ments from the appropriate departmental agency. 

8(c) The excluded costs not paid by the establish- 
ments in the beginning -^^11 include those pertaining 'txj 
military pay and allowances, etc... .Because depreciation on 
Government owned plant and eqiiipmen't will not be ’’fimded" 
this elenont of cost will T)e treated similarly to other 
excluded costs, llonsever, to the extent feasible, all such 
excluded costs shall be detenainsd and recorded statistically 



In other •VTords, cer'tain irrportant elements of costs of 
private entejT>rises are not included in tJie cost accounting system, 
but rather are kept separately as a statistical accumulation of 
da'ba. These statistical costs represent actual costs by most 
textbook definitions, but in the case of industrial funds they do 



Defense Department Regulations, op . cit , 
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not require a cash outlay, such ar depreciation, or ihey are not 
payable frons the Pro.-^ect Cash Account, such as militaiy' pay and 
alloTranceo, and hence, aro not included in the costs to bo reim- 
bursed by the agency customers in tlie Department of Defense . 
Ho\*ever, these costs are prorated to orders for custonsrs outside 
of govcrnncntal agencies and tlie funds thus received are deposited 
in the m is ce llano ous receipts of the Treasury, not to the credit 
of the project cash accounts. These statistical costs are 
usually shoiam as footnotes in the Incore and Expense Statements 
of activities and the non-funded assets such as plant and equip- 
ment are shown as footnotes on the Mlance Sheets. 

United States Coast Guard 

This handling of statistical costs in the Defense Department 
is not uniforn throughout the goverrr»nt. The United States 
Coast Guard, which is presently under the Ti?easury DepartTiient, 
operates its shipyard under different regulations. There, 
statistical costs are handled differently as evidenced by the 
following excerpt from the Treasury Department refmlations : 

Tlie costs of each order placed with the Yard shall 
be determined in accordance with generally accepted principles 
of commercial accounting applicable to business type enter- 
prises of the Federal Government Such costs shall consist 

of: 

a. Direct cost including the cost of civilian and 
military personnel, mterial and supplies, and contractual 
services, 

b. A proportionate share of indirect costs including 
labor both civilian and military, materials and supplies, 
contractual services, a reasonable allowance for depreciation 
and obsolescence,....,^ 



. 

United States Coast Guard Comptroller’s lanual. Volume 1, 
Section IT, Y ard tund Accounting^ Washington; Treasury DepartuKht. 
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In the Coast Guard industrial funding all plant and 
oquipBjent is taken up as part of the assets of the fund, and the 
entii'c organization is self fundirif: including t!;e canital assets. 
Also, the elenento of costs such as lailitary personnel and deprecia- 
tion are included in tho contents of their Incone and Lxpense 
Gtatenent. Tliis procedure is cert/ainly adaptable to industrial 
funds in the Defense Departrient, and rrould obviously give a more 
accurate sumaiy of ojoeratinf? costs. 

And one ?jist difference is tlie fact that industrial 
fund activities are not operated for a profit. Their cost 
accounting sj stems are supposed to give manacerient tlie data from 
Tsrhich rates will be computed that result in theii’ operations 
coming out even at the end of the year. For example, I'STS, on 
the basis of their costs records, determines the rates it will 
cliarge military shippers during the coning budget year. Tho 
various military departments then budget for this expense under 
object classes 02 and 03, Travel and Transportation of Things , 

Then during the year it is expected that their estimated incor« 
from rates will just equal tlieir costs. As it is ejqji’essed in 
one accounting survey: 

IThile the profit motive is ever present in commer- 
cial organisations, it is inherently absent from any accounting 
and cost system under the F-ational Security Act, Nevertheless, 
the system must be so consti*ucted that all costs incurred 
by tlie activity in its ranui’acture, overh.aul, or other pro- 
gram will be recovoi-ed,^ 

Iteport on Accounting Survey, York, Tenn, op.cit. 
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That the induetrial fund activities have evciy expec- 
tation of accorpliohing tliis seemingly iii^ossible conput-ation is 
indicated the fact that the ertinatcd Iiicorrje and lirpenEO State- 
i.'ients for Fiscal 19^h for the Defense i'r5nting Sonrice, l'5TS, I’aval 
Shipyard, Philadelphia, and Faval Ordnance Plant, York, all shcsr 
no expected gain or loos. 

Operating financial Reports 

Itonthly ruimrary operating reports are prepared by each 

establishrent operating under an industrial T-imd, These repoi'ts 

include balance sheets, income and expense stateinenis, together 

with subsidiary supporting schedules showing cost details, A 

listing of the monthly Cumnary i’inancial and Oiw?rating vital enents 

propai'ed by the IhilatJelphia Fa^’al Shipyard for presentation to 

the Defense Benartrent Comptroller, the Bureau of the Budget, and 

the General Accounting Office follows: 

Statement of Financial Condition (Balance Sheet) 

Statement of Incoine and Expense 
Sunnaiy of Overhead Expense 
Recapitulation of Detailed Overhead Expense 
of Frodnction Exr>cnse Centers 
Recapitulation of Detailed Overhead Expense 
of General FxpenvSG Centers 
Foundry Expense - Fold and Cleaning 
Foundiy - iblt Cost Sur»:5ary 

The above statements are also sent to the Bureau of Ships 

and the Favy Co'’’pt roller, and in addition these last two addressees 

receive an additional 'Toup of statements monthly which are: 

Status of Accounts Receivable' 

Cost and Budget Sumaiary of Work in Pi’ogress 
Analysis of Accnied Expense 

Budget of the United States, op.cit . 



Detailed Overhead Llxppnr.e for Each Productive 
Ejqjense Center 

Detailed Overhead Ex^ienee for Each General 
Exj>ense Center 

Gtatus of Uncleax't-.' ’iaterial Isquicitions for 
Closed Custoner Orders 
Foondry Direct Material Analysis 

and quar'^srly they receive: 

Status of Shop Stores Inventory and Usage 
Status of Direct Material Inventory 
Status of Uncollected Costs 
Cost and Budget Summary Ixy 'work Category _ 

Cost and Budget Svunnary by Expense Center^ 

Briefly stated, it is an irsnosing aivay of reports and soin'es to 

indicate t’le e:dent of the use of the cost accounting systen;, 

Ihcse reports give the nanarersmt bureaus an excellent suniriary 

of operations, and,, as wore establishrients are brought under 

the fund, it will perr.it k' en corrparisons of sirilar activities 

such as the shipyards and ordnance plants. 



liavy Industrial Fund Handbook, 
Shipyard, op,cit. 



Philadelphia fJaval 



IV. BUDGET DJG 
Budget I^ocedvires 

It is in the field of btidgeting that I'smy proponents 
of the industrial fimd feel the greatest benefits to the rilitar^’ 
services are derived. Certainly budf’ot preparation is sLinplified 
in respect to the requirements of Congress, and at the same tii:x3 
the corjrercial-tjfpc budget tliat the industrial fund activities 
prepare is of great significance in the controlling of costs, thus 
promoting the econorty and efficiency v/hich Congress hoped to 
obt^ain tlirough the initial legislation. 

As might be expected the largest customer for an 
industrial fund activity vd.ll be the bun^au that has management 
control. For the Philadelphia Naval Shipyai'd that would be the 
Bureau of Ships, and for the Ortinance Plant at York, Pennsylvan ja, 
it would be the Bureau of Ordnance, T!ow under the formoi' allot- 
ment system of operating the shipyard, for exarple, the Bureau 
of Ships in its budret estimates vrould have to shovr these funds 
broken down by all the ob.iect classes sucVi as 01 Personnel, OO 
Supplies and Jaierial, etc,, plus maintaining various allotment 
accounts. Under the industrial fund, however, the Bureau now 
shows these amounts under only one ob.1ect class, namely 09 
Eqviipnent, representing the total cost of project orders to be 
placed v/ith the shipyard. The same procedure will hold true for 
other bureaus having activities under the industrial fund. As 
mentioned under the discussion of .‘Statistical costs, the ranage- 
ment bureaus still have to budget for those costs not included 
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within the industrial fund. As stated in the reffulations: 

10, (a) ^ch apency which may order work j)erfoTOed 
from an industrial or coaoercial-tj’pe establishcient shall 
budf^t annually for the estirated costs of tlie projiect ox'ders 
to be placed therewith. Sinilarly, each arcncy i*esp3nsible 
for the nanaf^erent of an industrial type or comirercial-type 
establisluEont operated xander the industrial fund shall budget 
for the estimated costs of naintenanco of idle plant and 
equipment of such establishrrents , the estimated cost of 
additions to plant and equipment, and the estimated cost of 
removal or salvaging plaxrfc and equipment retired. 



Coamercial Type Budgeting 



Since the individual industrial fund activities are 
not budgeting as a request for appropriation in the usual govem- 
rent agency rranner, their budget will be instead a business-type 
budget, a financial plan for the operation of the enterprise which 
will be used as a gui(fe to management, as a check against actual 
costs incurred. Instead of budgeting for programs, the activity 
budgets their operating costs against their anticipated revenue, 
'iho pertinent Defense Department regulation x?hich provides for 
these budgets is section 10 (b); 

Each establishment operated under the industrial 
fund shall prepare a comosrcial-type budget annually covering 
the operating cost of the establishment upon the basis of 
cost accounting adopted and showing how such costs will be 
financed.- 

Of necessity, the starting point for their budget, as 
in all commercial budgets, is the anticipated sales. Therefore, 
the managerent bureaus and other cuatomors, must inform the 
activity in advance of the Ixudget preparation, the number and 
tjTxe of project orders they plan to place with the activity. 

The industrial fund activity th.on determines by estimate the 
costs of producing the project orders thus subndtted. These 

^Defense Depai’tment Regulations, op.cit, 

^Ibid 
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cost fif^ures then becoir« both the anticipated revenues of the 
funded activity, and also the amounts that the customer agencies 
must include in their budgets for their prograK©. The funded 
activity, must then prepare its business budgets to keep its 
costs of production within the figures submitted to the customer 
agencies, and consequently within its anticipated sales revenue. 

The ifilitary Sea Transportation Service is one organi- 
jsation under the industrial fund which is apparently I’ealizing 
great benefits from this new budgeting concept for a military 
organization. The Comptroller of I*STS had this to say about 
their budget procedures in a recent address: 

I cannot resist the temptation to point out the 
obvioias difference between the liSTS budget procedures and 
those which are associated normally -vrith the appropriation 
and allotment system. As you all know, under the allotment 
system an organization is {;iven many different allotnents 
by many different technical bureaus and offices; each 
allotment is designed to carry the exj-'enee of a given func- 
tion..,. The number one advantage, as we see it (to the 
HIF) relates to benefits derived from better budgeting, 
and the incentives provided management for closer cost 
control. We believe that the Industrial Fund budgeting 
procedures have allowed irjanagement to substitute the 
exercise of good business judgment and interral manage- 
ment controls for minute external financial controls, 
that is allotments. This has resulted in large economies, 
TTith the commercial type budget under which we operate w© 
have a regular detailed comparison of amounts budgeted for 
a given function Td.th the actual expenses incurred. This 
pinpoints the precise area whore excess funrls liave been 
spent. The budget has developed in all levels of management 
within LSTS a cost consciousness which probably cannot bo 
found in other agencies of the Govarnnent operating under 
the appropriation system, Y/e all have a realization that 
the expenses which are incurred must be met by income 
realized from operations.^ 



T 



V/arfield, op« 



cit. 



Dudgetinj: for Concrees 



Conf^^jisional control of the {^oveiTurisnt funds involved 
in the acti\>ltioc undor the industrial fund cones about in a 
sonendsat different mnnor Uiat thi*ouch tho aj^pi'oprlation as io 
usual. To beffin with, certain limitations my bo placocl on tho 
arount of the worP:inc capital tlmt io available to each activity, 

Tlio Dofonso l-'Oi3su’t:Tont Tvojpilation states in section 10 (o) **A 
limitation on the wrbinn caj-dtal available for itie oporntion 
of each Irdun trial Anxl cliall be appi’oved annually tr)' the Dai'oau 
of tho Budfict, The llndtations for each imluo trial fuiuJ will be 
based on tJio roquirojrents for working capital of t}^o establisliraents 
authori7/3d binder each Air.d with paid.icular consideration to tho 
anticipated activity of the projects and tho inventory reqiiim- 
reirto tlwiroof,"^ Tho examination of the activities^ financial 
staioronls by tho Bureau of tlio IMd^^at servos as a source Eato.rial 
for cietoi’Kining the working capital requlixstionts. 

In tho px^paratlon of the Iresicient ' s anrtual budKot 
to bo procontod to Con,'Tcao, the Industi’ial typo activities undor 
UIP cono uniier the Dudgot Bureau rejrulatiom pertaining to co'vom- 
inent cavraBci coj'ixoratlono. Tiiat is, the state mnts tlxat they nust 
prepare, and the formt to bo followed is pi’osci'ibed in "Instruc- 
tions for t^^o Preparation and Subraission of Annual Budget Hstinates" 
Budget Sareau Circular I-k>, A-11, dofinit. , as fourjd in Pudg-et 
Treasuiy Ke^ailation Tk). 1, activities ujidor tho IJIF ai’e toown as 
revolving funds. authorised by sjxsclfic pi’ovisions of law 



Bofonse DepartiTcnt ^iogulntiona, op. cit. 



to finance a continuing cycle of operations, with receipts derived 
from such operations available in their entirety for use by the 
fund without further action by Congress,"^ Sections ^6-60 of 
the Budget Bureau Fogulations describe the business tyi>e finan- 
cial stateraents that must be subniitted by revolving funds. They 
are; 

Statement of Sources and Application of i^nds 
Statement of Incone and Expenses, and Retained Earnings 
Statensnt of Financial Conditions 
Schedule of Accrued Expendistures by Object Class 
Other Schedules and Statements as reqiiired^ 

The first four statements listed arc prepared bj-- the 
individual activities and consolidated by the Comptroller of the 
Bavy into one group of statements for inclusion in the President’s 
budget. In the final budget the "Statement of Sources and Appli- 
cation of F’vinds" is prepared for all activities under the fund as 
one statement. The "Statement of Financial Condition" and the 
"Schedule of Accrued Expenditures by Objects" with the detailed 
breakdown for Personal Services, 01, are shown as consolidated 
statements foi^ tho entire Industrial i'und with no breakdown by 
activities. The '^Income and Expense Statements" are shown indivi- 
dually, and for all statements the anoiuits for the past, current, 

3 

and budget years are included, A desirable development in budgeting 
for N3F vpould be the elimination of the expenditures by object class, 
as the accoxinting for these exjjenses and the preparation of the 
statements is an xmnecossary effort not related to cost accounting 
for management control, and hence not contributing to "economy 
and efficiency" as Congress desires, 

.-Treasury Itergilation 1 ^. 1 ’Washington; Issued by 
Fucig^ and the Treasury Depai'tment, Juno, 19p2, 
ctions for the Preparation and Subr-ission of Ainual 
Budget Estimates . k/asHington; iu*oau of the ihidget, April jJU, 19hk, 
^Budget of tl:a United States, op, cit. 



the Bureau pf'^tile ' 
^Inctiu 
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V. SUr’ARY 



Tho najor advantaf'os of industrial fund procedures 
exist in the areas of accountinc for costs, bud<:etinc as a tool 
for ranar^eircnt contrel, and the responsibility now placed on 
activities for a control over pi’oduction costs. 

The institution of cost accounting systems at activi- 
ties operated under the industrial fund is an obvious improvement. 
Although cost systems of a sort were in existence at these acti- 
vities, under the fund the accounts are nor; kept under the accrual 
niethods and on a double entiy basis. Under these conditions 
opwsrating reports can be prepared more quickly and vdll show actual 
costs incurred instead of rserely expenditures, I’anagemcnt bureaus 
will then be able to coi^pare and evaluate the overhead rates and 
statements from similar activities, and can know in advance the 
costs of projected work to be orc5oi'ed. 

The budgeting process has been cViangcd from one of pre- 
paririg estimates and schedules to justify request for appropriations 
from Congress, to a cocanorcial-type budret designed as a tool for 
management in the controlling of costs, Lonthlj budgets are pre- 
pared which forecast costs of production and sales, which provide 
a more efficient moans of controlling the costs of goods and 
services ni’oduced. At the nanagenient bureau level, the cost of 
work performed will be tied in ydth the individual budget program 
as presented and justified before the Appropriations Committees 
or Congress, The amount of work perfomed would be directly 
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controllcd by orders placed within the limits of nxsney appropriated 
for such work. 



Statement of Principles 



In tiUiTjaary, the principles err.bodied in an industrial 
fund are Trell stated by one of the survey panels; 

a. Provide a more effective means for controlling 
the costs of goods arid services produced and to establish 

a more flexible means for financing, budgeting, and account- 
ing for such operations, 

b. Simplify cost accounting methods on an accrual 
basis in accordance with coomercial cKsthods, 

c. Emphasize the requirements of local nanagecent 
for tiriely information concerning tlio operating costs by 
functions, to foctis sharply the attention to such costs 
according to departi.'^nt and shop, 

d. Encourage the exercising of sound business .iudg- 
ment in the area of tranaporial controls by vesting financial 
rccponsibjJLity ajid authority on a conconr-titant basis in local 
mnagensnt, 

e. De-omphasise the concept of relying on controls 
in the foiT: of percorjiel ceilings (allotncntc, etc.,) for 
measuring the effectiveness of management controls, 

f . Create a buyer-seller relationship in the placing 
of orders for materials or services to be produced, 

g. Promote c3X)ss-sorvlng between departjsents in the 
area of industrial operations,"^ 

Although all of these principles are not being realized to 
the fullest extent, it must be renerberod that this is a comparatively 
new concept in tlie field of military budgeting and accounting. The 
principles are sound as evidenced by their univeirsal application in 
the world of business. They should prove of equal value to the 
Department of Defense, 



^Accounting Survey, York, i^nn, op, cit 



Figure 1 



NAVY I^^D^STRIAL FUND , 

statei;ekt of coiromoN, june 30, 1953 '*• 



Assets 



Current Assets; 

Cash $ 261i,Ola,993 

Accounts Receivable 82,030,318 

Total Current Assets 3lt6, 122,311 



Inventories : 

KSTS (Various) 

Raw liate rials 
Goods in Process 

Total Inventories 



29,000,000 

5,850,651 

llt,i;02,8gl 



ii9,253,232 



Pre Paid Expenses 



1,560,172 



Total Assets 



399,935,715 



Liabilities 



Current Liabilities: 

Accounts Payable 
Accrued Expenses 

Total Liabilities 



79,725,611 

107,707,Iila 

187,U33,052 



Investrient of U, S, Government 



Principal of Fund: 

Re-appropriations 
Donated Assets 

Total Principal 
Retained Earnings 

Total Investment 



212,125,000 

213,019 

212 , 

16h ,6iiii 

212,502,663 



Total Liabilities and Investment 



399,935,715 



T 



Budget of the United States, 



op, cit. 
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DEPAREEWT OF THE NA^/Y 
MILIT/ini SEA TR''J'^Sr-ORT; TIOr SERVICE 
MSHINGTON 25, D. C. 



Ser lU531'iSTS5l2 
5 December 1952 



hEi'^ORAI'JDUM 

From: Comptroller, Military Sea Transportation Service 

To; Comraander, Military Sea Transportation Service 

Subj: Navy Industrial Fund Account No, 2 ; report of operations 

Ref: (a) MSTS Comptroller Handbook 310210 

(b) CQf-ISTS Itr Ser 297i'lSTS5 of 13 August 1952 

(c) COMSTS Itr Ser 971i"iSTS5l3 of U November 1952 

(d) COiiSTS Itr Ser 1121I'ISTS5l3 of 7 November 1952 

End: (1) MSTS Financial Statement vinder the Navy Industrial Fund, 

Account No, 2, for the period ending 31 October 1952 

1, Enclosure (1) is submitted herewith in accordance with provisions of 
reference (a). 

2, For information purposes only it is advised that the dollar value of 
charges for cargo Unutilized Traffic Reservations and Delay Time for the 
month of October 1952 totaled t’2,U07,5U2,50 and c'28,580,00, respectively, 
distributable to the shipper services as follows; 



Unutilized Traffic Reservation Charges 



Department of the Army 
Department of the Air Force 
Department of the Navy 

Total 



Delay Time Charges 

Department of the Army 



C:2,215,671,5o 

30,5Ii9.00 

161,322.00 

4i2,Uo7,5U2.5o 



28,580.00 



3. Unutilized Traffic Reservation charges are billed to the shipper services 
on a quarterly basis only and, therefore, does not appear in any of the 
schedules supporting enclosure (1). However, these charges for Unutilized 
Traffic Reservations are subject to an adjustment downward based on cargo 
operations for the months of November and December 1952. Charges covering 
Delay Time were not included in the billings for the month of October 1952 for 
the reason that reports from subordinate commands were not received in time for 
inclusion in regular billings. The amounts shown above were computed in 
accordance with instructions contained in references (b) and (c). 
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Ser lU53hoTS5l2 
5 December 1952 



Subj; Navy Industrial Fund Account No, 2j report of operations 

U. Billings for Unutilized Traffic Reservation and Delay Time covering 
petroleum movements viill not become effective until January 1953 in accordance 
with the provisions of reference (d). Billings for Unutilized Traffic 
Reservation and Delay Time covering passenger traffic is under consideration 
by the shipper services at this time. 



Copy to; 

Asst SecDef (Comptroller) (2 copies) 

Asst NavComp, Accounting, Audit and Finance 
Liaison Officer GAO, Office NavComp 
BuBudget 
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EXHIBIT A 



MILITARY SEA TRANSPORTATION SERVICE 
BALANCE SHEET 

NAVY INDUSTRIAL FUND, ACCOUNT NO. 2 
31 OCTOBER I9^S 



ASSETS 



CASH; 

MSTS General Operating Fund 
MSTS Special Operating Funds; 

International Refugee Organization 
Migration Committee Program 
Bureau of Ships Program 

Total Special Operating Funds 
(Contra to Cash Advances Received) 
Total Cash 



$ UU7, 799.61 

32 , 027.26 

2,900,128.58 



$ 30,181,725.71 



$ 3;379,955.U5 

I 33,561,681.16 



ACCOUNTS RECEIVABLE; 

Traffic (Schedule l) 

Miscellaneous 

Total Accounts Receivable 



$208,11LU,123.21 

3,176,335.8U 

$211, 590, U59. 05 



INVENTORIES; 

MSTS Special Material 
Consumable Supplies, Ships 
Subsistence Stores, Ships 
Propulsion Fuel, Ships 
Bedding, Tableware, etc.. Ships 
Inventory in Transit 

Total Inventories 

Less-Reserve for Inventory of Consumable 
Supplies Aboard Commissioned Ships 
Remainder 



$ 9,752,9U0.7U 
U,UU8,0U2.09 
U,207,086.39 
1,319,U07.23 
U,76U,030.37 
8lb,006.13 
$ 25,305,512.95 

$ 1,U99, 869.81 

$ 23,8o5,6U3.1U 



CASH ADVMCES - MISCELLANEOUS; 
Department of State 
Maritime Administration 

Total Cash Advances 



2,000.00 

1,156,883.00 

I 1,158,883.00 



DEFERRED OiARGES TO OPERi'iTIONS ; 

Work in Process-MSTS Maintenance Shops | 
Ship Activations, Unamortized Portion 
Miscellaneous Deferred Charges and Prepaid 
Expenses 



507,890.97 

U,8U9,158.78 

566,023.36 



Total Deferred Charges to Operations 



^i> 



5,923,073.11 



TOTiJ. 



$276,039,739. U6 



EXHIBIT A 



MILITARI SEA TRANSPORTATION SERVICE 
BALANCE SHEET 

NAVY INDUSTRIAL FUND, ACCOWIT NO,' ;2 
31 OCTOBER 



LIABILITIES AND CORPUS 



ACCOUNTS PAYABLE: 

Vouchers Payable 
S.F. 1080 's Payable 

Shipping Contracts Payable (Withheld Portion) 

Salaries and Wages Payable 

Personal Allotments Payable (Employees) 

Social Security Taxes Payable (F.I.C.A. 

Employer's Contribution) 

Miscellaneous Accounts Payable 
Total Accounts Payable 



$ 9 , 207 , 603.21 
1,827,371.32 
h,5U8,105.01 
5 , 827 , 668.10 
91 , 902.00 

92,226.U5 

390,18U.57 



21 , 985 , 060.66 



ACCRUED LIABILITIES: 

Time and Voyage Charters 

Shipping Contracts 

Berth Rate Shipments 

Contract Tanker Expenses 

Contract LST Expenses 

Annual Leave, Civilian Employees 

Supplies and Services 

Total Accrued Liabilities 

CASH ADV.UCES RECEIVED: 

International Refugee Organization 
Migration Committee Program 
Bureau of Ships 

Total Cash Advances Received 

DEFERRED INCOME 

RESERVES: 

Maintenance and Overhaul of Ships 
Indemnity Self-Insurance 
Inactivation of Ships 
Total Reserves 

Total Liabilities 



I U9,036,763.00 
8, UU8, 699.62 
12,703,0U7.66 
12,019,66U.35 

1 , 261 , 388.31 
U, 267, 250.15 

11,712,U87.96 

$ 99,UU9,301.05 



$ UU7, 799.61 

32 , 027.26 

2,900,128.58 

$ 3,379, 955.U5 
$ lli,U39,927.31 



$ lU,388,88U.68 
5,053,333.36 
3,688,Uii.26 

$ 23 , 130 , 629.30 
$I6273Bh,873.77 



CORPUS OF FUND; 

Balance at Inception 1 July 1951: 

Offlginal Governmental Cash Contribution 
Inventories Capitalized 
Total 

Less-Liabilities Assumed 
Remainder 



$100,000,000,00 
22, 228,112. liU 
1122, 228”, 11^'. UU 
18,8Uo,8UU,30 



Net Change from Operations - Previous Year 
Net Change from Operations - Current Year (Exhibit B) 
Total Corpus of Fiind 



$103,387, 268, lU 
16 , 930.29 
10 , 250 , 667.26 
$113,65h,865.69 



TOT.'J, 



$ 276 , 039 , 739.U6 



SCHEDULE 1 
TO EXHIBIT A 



MILITARY SEA TRANSPORTATION SERVICE 
STATEMENT OF ACCOUNTS RECEIVABLE - TRAFFIC 
AS OF 31 OCTOBER 195^ 



October Prior 

1952 Months Total 



BILLED: 



Dept of Amy 
Dept of Navy (BuSandA) 
Dept of Navy (BuPers) 
Dept of Navy 



|36,7U0,UU0.50 

5,185,601.27 

739,la7.lU 



(BuShips) 355,ijlO.OO 
Dept of Navy (Marine Corps) 6U7, 027.10 
Dept of Navy (OpNav) 108,600.00 
Dept of Air Force 10,519,111.10 
Dept of Navy (Other NavBureaus) 26,330»09 
Miscellaneous Government Agencies - 0 - 

.$5U,321,9U0.20 1153,137,585.55 



93,U75,1U7.26^^ 
21, 857,027. 25^/ 
5,580,538.5if; 

919,513.00;^0 

l,U76,l55.78f/ 

150.00^4 

29,776,696.5144 
51,6hl.96|4 
715 . 28 ^/ 



UNBILLED ; 

Dept of Navy (Other NavBureaus )371, 765. 73 

|5U,693,705.93 



532,831.73^ 

$153, 720, hi 7. 28 



$130,215,587.76 

27,0^2,631.52 
6,319,955.65 
1,27U, 923.00 
2,123,182.88 
108,750.00 
ho, 295, 807.61 
77,972.05 
715.28 
$207, U59, 525. 75 



95U,597.U6 

$208,iaU,1237^ 



1/ Represents June through September Billings 
Represents April through September Billings 
3/ Represents July through September Billings 
H/ Represents August Billing 

5/ Represents August 1951 through June 1952 Billings 
T)/ Bills not Submitted as Navy Bureaus to^be charged 
~ have not been identified including certain bills 
being held for ccxapletion of projects. 



MILITARY SEA TR..NSPORTATION SERVICE 
STATEI^IENT OF INCOME ;.ND EXPENSE 



EXHIBIT B 



For Operations Under the Navj'- Industrial Fund, 

Account No« 2 for the Period 1 July 19$2 to 31 October 19^2 



Income 

Cargo 

Transported 

Unutilized Traffic Reservations 
Delay Time 

Total Cargo Income 
Passenger 
Petroleum 
Other 

Total Income (See Note) 



$117,568,760.63 
lU, 635, 661. 95 
29,575.00 

$132,237,997.58 

U6,90U,792.U2 

U7,6l8,2U5.57 

132,217.20 

1226,893,252.77 



Expenses 

Cargo 

Passenger 

Petroleum 

Total Expenses 



$121,033,858.52 
h9, 81+8, 637. 71 
1+5,760,089.28 

$216,61+2,585.51 



NET PROFIT TO B;j,;UCE SHEET 



$ 10,250,667.26 



Income from Tariff Billings 
Less - Income Deferred; 

Deferred as of 30 Sept 1952 $ ll+, 1+3 9, 927.31 

Deferred as of 30 June 1952 9,368,683.00 

Adjusted Income from Tariff Billings 
Add - Income from sources other than 
Tariff Billingsi/ 

Adjusted Income 31 October 1952 



$231,029,569.85 



5,071,21+1+.31 
$225', 958,325. 5U 

93>+,927.23 

$226,893,252.77 



‘ — Miscellaneous Cargo Revenue 

Passenger Revenue (Subsistence) 
Other Revenue 



$ 1+0,635.83 

762,071+. 20 
132,217.20 
I 93l+,927.23 



MILITARY SEA TRANSPORTATION SERVICE 
STA'TEMENT OF INCCE'^E AND EXPENSE 



EXHIBIT B-1 



For Operations Under the Navy Industrial Fund^ 

Account No. 2 for the Period from 1 July 19^2 to 31 October 1952 



Description 


Income 


Expenses 


Income 

Over (Under) 
Expenses 


Cargo Service 

MSTS Assigned Ships 
TiiT'e Charter 
Voyage Charter 
Shipping Contracts 
Berth Rate 
Contract LST's 
Per Diem Use of Fleet Ships 
Unutilized Traffic 
Reservations 
Delay Time 


$ 20 , 928 , 720.52 
U 7 , 527 , 032. 06 
880,32U.75 
39 , 005 , 313.35 
6 , 898 , 172.80 
1 , 716 , 373.00 
612,82U.15 

1U,639,66i. 95 
29 , 575.00 


$ 15,359,200.65 
52,229,oU3.2U 
771 , 235.38 

Uo,635,U35.21 

10 , 029 , 960.35 

i,86o,85U.29 

iU 8 , 129 .Uo 

- 0 - 

•j;. - 0 - 


$ 5,569,519.87 
(5,702,011.18) 
109 , 089.37 
( 1 , 630 , 121 . 86 ) 
(3,131,787.55) 
( 155,581.29) 
565,695.75 

15,639,661.95 

29 , 575.00 


Totals 


$132,237,997.58 


~T?121,033,858.52 


$11,205,139.06 


Passenger Service 

MSTS Assigned Ships 

Time Charter 

Shipping Contracts 

Contract LST ' s 

Per Dian Use of Fleet Ships 


$ Ui,580,8l9.2U 
1 , 360 , 368.18 
217 , 500.00 
565,U65.00 
180,6UO,00 


$ U5,2>5-,938.6); 
3,391,Oo8.56 

223 , 15 ;^. 28 
893 , 956.97 

83,515.26 


$ (676,119-50) 
( 2 , 030 , 700 . 38 ) 
( 5 >658- 26) 
( 328 , 591 . 97 ) 
97 , 125.75 


Totals 


$ ii6,90h,792.U2 


$ U9,8UB,637.71 


$(2,953,855.29) 


Petroleum Service 

MSTS Assigned Ships 

Voyage Charter 

Contract Tankers 

Per Diem Use of Fleet Ships 


$ 3,722,518.50 

22 , 7U1, 798 . 65 

20,979,U36.62 

17U,U91.80 


1 3,U57,120.U7 
2U,767,018.17 
17 , 516 , 113 . U 2 
19 , 837.22 


$ 265,398.03 

( 2 , 025 , 219 . 52 ) 

3,563,323.20 

155,655.58 


Totals 


$ U7,6i8,2U5.57 


$ U5, 760,089. 28 


$ 1,858,156.29 


Total Operations 


$226,761,035.57 


$2i6,6U2,585.51 


$ 10 , 118 , 550.06 


Non Operating Income 


$ 132 , 217.20 


1 - 0 - 


$ 132 , 217.20 


Total 


$226,893,252.77 


$216,652,585.51 


$ 10 , 250 , 667.26 



NOTE; 

•{{■Expenses incurred under these 
items are included in operating 
expenses of the several expense' 
categories listed. 



MILITARY SEA TRANSPORTATION SERVICE 
STATEMENT OF INCOME AND EXPENSE 



EXHIBIT B-2 



For Operations Under the Navy Industrial Fund, 
Account No. 2 during the Month of October 1952 



Description 



Income 



Expenses 



Income 

Over (Under) 
Expenses 



Cargo Service 

MSTS Assigned Ships 

Time Charter 

Voyage Charter 

Shipping Contracts 

Berth Rate 

Contract LST's 

Per Diem Use of Fleet Ships 

Unutilized Traffic 



I 5,227,30U.63 
11,336,637.08 
- 0 - 

10,0lU,059.85 

l,606,6lU.75 

U83,1;52*75 

218 , 188.51 



$ U, 053, 808.37 

12 ,lU 2 , 195.23 

36 , 123.31 

10,U65,900.U0 
2,283,UUU.62 
IfLl, 722.87 
33,U77.H5 



$ 1 , 173 , U 96. 26 
(805,558.15) 
( 36 , 123 . 31 ) 
(U5i,8U0.55) 
(676,829.87) 
71 , 729.88 
18H,711.06 



Reservations 
Delay Time 


- 0 - 
- 0 - 


- 0 - 
- 0 - 




- 0 - 
- 0 - 


Totals 


128 , 886 , 257.57 


$29,U26,672.25 


1 


(5i40,hil4.68) 


Passenger Service 


MSTS Assigned Ships 


$ll,753,ii58.5U 


$11,691,U77.7U 


$ 


61 , 980.80 


Time Charter 


U38,053.97 


653,8141.00 




(215,787.03) 


Shipping Contracts 


217 , 500.00 


223,158.28 




( 5,658.28) 


Contract LST's 


107 , 790.00 


263,2UU.38 




( 155 , 14514 , 38 ) 


Per Diem Use of Fleet Ships 


3 , 708.30 


6U3o90 




3,0614.50 


Totals 


112,520,510.81 


112 , 832 , 365.30 


$ 


(311, 855. U9) 


Petroleum Service 

MSTS Assigned .Ships 


$ 1 , 086 , 088.98 


$ 895,90U.U7 


$ 


190 , 185.51 


Voyage Charter 


5 , 302 , 602.05 


5 , 1401 , 831.35 




( 99 , 229 . 30 ) 


Contract Tankers 


5,la9,652.87 


14 , 621 , 273.143 




798 , 379.55 


Per Diem Use of Fleet Ships 


l6,U3U.6o 


3, 288.614 




13 , 155 . 96 ’ 


Totals 


$11,82U,778.50 


$10,922,297.89 


$ 


902,580.61 


Total Operations 


I53,231,5U6.88 


$53,181,335.1414 


$ 


50 , 211.55 


Non Operating Income 


$ U9,690.oU 


1 

0 

1 


$ 


59 , 690.05 


Total 


$53,281,236.92 


$53,181, 335 .I 4 I 1 


$ 


99,901.58 



NOTE; 

^^Expenses incurred under this 
item are included in operating 
expenses of the several expense . 
categories listed. 



EXHIBIT C 



MILITARY SEA TRANSPORTATION SERVICE 
STATMENT OF OPERATING EXPENSES - MSTS - ASSIGNED SHIPS 



Under the Navy Industrial Fundj Account No. 2 
For the Month of October 1952 and the Period 
From 1 July 1952 to 31 October 1952 






ibor, Civilian Marine; 

Reg-ular Time 
Overtime 
Area Bonus 

Super Area, Harbor and other Bonuses 
Annual, Sick and Military Leave 
Total Labor, Civilian Marine 

iployer's Tax FICA - Civilian Marine 
ravel 

ish in Lieu of Subsistence and Quarters 

ibsistence. Ships* Complement 

ibsistence, Passengers 

repulsion Fuel 

jnsumable Supplies 

adding. Tableware, Etc, 

Jdical and Dental Supplies 
ransportation and Handling of MSTS 
Ships Supplies 
iundry Supplies and Expenses 
ig Hire 

)lls. Pilotage, Dockage, Garbage, 
Utilities and other Port Expenses 
lips Equipage 

lintenance and Overhaul of Ships 
icident and Damage Repairs 
.te rat ions of Ships 

Jtivations of Ships, Amortized Portion 
Lscellaneous 



Current 


Fiscal Year 




Period 


To Date 


% 


$ 3,ii95,622.5U 


$1U,011,U82.79 


23.210 


1,138, 61U.U2 


5 , 071 , 923.36 


8.1+02 


276,6U9.ii6 


1,172,U16. 59 


1 . 91+2 


125,999.83 


538 , 053.55 


.891 


376,U91.03 


1 , 519 , 928.17 


2.518 


1 5,ia3,377.28 


| 22 , 3 l 3 , 80 U.U 6 


36.963 


$ 36,129.62 


152 , 753.36 


.253 


22,966.97 


55,261.75 


.092 


33,776.U0 


171 , 327 . 1+1 


.281+ 


551,123.38 


2 , 229 , 252 . 9U 


3.693 


2,222,300.39 


9,079,500.61+ 


15 . 0 I+O 


1,U80,297.00 


6 , 1 + 31 , 209.99 


10.653 


6U6,5U3.U5 


1 , 960 , 51 + 3.83 


3.21+8 


96,52U.92 


L+1+I+ , l+l+l . 81+ 


.736 


57,991.23 


21+5,695.77 


. 1+07 


99,732.07 


1+99,21+1.86 


.827 


61,359.33 


232 , 762.78 


.386 


51,720.19 


185,1+88.00 


.307 


70,396.29 


31 + 6 , 211.26 


. 571 + 


990 , 692.96 


2 , 610 , 237.87 


1 +. 321 + 


2, 9U8, 903.51 


10 , 729 , 308.67 


17.773 


178,UU2.01 


525 , 821 +. 56 


.871 


1U3, 213.51 


516 , 631.75 


.856 


U85,59li.73 


1 , 336 , 096.71 


2.213 


70,797.9U 


302,362.01+ 


.500 


115 , 661 , 886.18 


^60,367,957.1+9 


100.000 



TOTAL OPERATING EXPENSES 



EXHIBIT D 



MILITARY SEA TRANSPORTATION SERVICE 
STATEMENT OF OVERHEAD EXPENSES 

Under the Navy Industrial Fund, Account No. 2 
For the Month of October 1952 and the Period 



From 1 July 1952 


to 


31 October 1952 








Current 


Fiscal Year 








Period 


To Date 


% 


Salaries and Wages, Classified: 










Regxilar Time 




765,255.10 


$2,836,805.18 


58.775 


Overtime 




27,753.^ 


l50,U9h.55 


3.118 


Marine Personnel Awaiting Assignment 




67,U55.78 


232,932.88 


8.826 


Annual, Sick and Military Leave 




99,31U.87 


366,8U3.19 


7.601 


Salaries and Wages, Unclassified: 










Regular Time 




U2,120,9U 


155,739.79 


3.227 


Ove rtime 




5,6hU.85 


22,081.66 


.858 


Annual, Sick and Military Leave 




11, 6U2. 53 


55,085.29 


1.181 


Total Salaries and Wages 


$ 


1,s)19,i87.58 


$3, 819, 982. 5U 


79.186 


Indoctrination and Training - Salaries 










And Wages 




U6,1;95.63 


$ 162,376.91 


3.368 


Employer's Tax, FICA (Civilian Personnel 










Ashore) 




3,996.97 


18,526.58 


.388 


Indoctrination and Training - Other Expenses 


3 6,026.50 


16,092.09 


.333 


Travel Expenses 
Occupancy of Premises 




20,987. U 2 


88,026.90 


1.781 




11,511.86 


89,622.83 


1.028 


Equipment Rental 




9,056. U9 


35,051.15 


.726 


Office Supplies, Stationery and Postage 




3h,6l2.50 


157,568.50 


3.265 


Communi c ati ons 




10,799.35 


80,198.22 


.833 


Public Information 




559.02 


3,882.79 


.071 


Operation and Replacement of Automotive 










Equipment 




16,65U.52 


51,511.66 


1.067 


Operation and Replacement of Operational 










Equipment 




7,om.78 


88,139.78 


1.783 


Damage Claims 




- 0 - 


137.58 


.003 


Repair and Replacement of Office 










Furniture and Equipment 




32,339.88 


80,589c38 


1.670 


Repairs to MSTS Special Material in store 




6,U00,99 


8,956.21 


.186 


CCMSTS Technical Unit Expenses 




21,168.60 


70,670.92 


1.868 


Other Overhead Expenses 




30,073.93 


183,629.81 


2.976 


TOTAL OVERHE/VD EXPENSES 


sP 


1,276,913.02 


$8,826,515.33 


100.000 



